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NEXTEL

July 16, 1997

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W.
Room 222
Washington, D.C. 20554

RE,CElVED
JUL 16 1997

EX PARTE

Re: WT Docket No. 97-82

Dear Mr. Caton:

On behalf of Nextel Communications, Inc. and pursuant to Section 1.1206 of
the Federal Communications Commission's Rules, this letter constitutes notice that
Robert S. Foosaner, Steven Shindler and Lawrence R. Krevor met today with Jon C.
Garcia, Director of Strategic Analysis, Office of Plans and Policy; and Michael Riordan,
Chief Economist of the Commission, to discuss the above-referenced proceeding.
Specifically, they discussed the need for the Commission to enforce its auction rules
rather than relieving C Block licensees from their debt obligations. The attached
documents were also left with Mr. Garcia and Mr. Riordan.

An original and one copy of this letter have been filed with the Secretary
pursuant to Section 1.1206. Should any questions arise in connection with this
notification, please do not hesitate to contact the undersigned.

Respectfully submitted,

UNICATIONS, INC.

. -th~
raL. H oway ~

General Attorney (0
cc: Mr. Jon C. Garcia

Mr. Michael Riordan
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high bidders and potential new bidders). We also believe that at
least one of the commissioners is trying to significantly lower the
payments that C-block operalors would ultimately have to pay to
the US Treasury Dept. (again. in our opinion. not exactly fair to
those bidders who dropped out after bids continued to rise). This
would be an interesting turn of events for an auction originally set
to bring in small, entrepreneurial type of bidders. We note the
largest bidder in the auction (NextWave) is backed by significant
amounts of foreign capital and has issued warrants to Mel (MCIC
$35-NF>, who is being purchased by British Telecom (BTY-$76
5/16-NF>, to potentially purchase up a 25% equity interest in
NextWave. Could be a nice relief to these foreign players. U.S.
taxpayers beware!

Motorola 2Q results point to better results
across the board; Equipment Index surges 5.1 %
Motorola's (MOT·S8S-H) strong 2Q results drove the shares up
almost 6% this week. Pre-charge EPS of $0.62 were above our est.
of 50.57 & Street Consensus of $0.56. Positive surprises included:
revenues were better than expected in all 4 major reporting
segments, wI major pluses coming from Semiconductor &
Messaging, Info. & Media; order input was strong and up for ail 4
segments as well as Space & Systems Technology Group (read
Iridium(IRIDF-$19 Y.s.-NF)). Large cap. Wireless Equipment stocks
are now trading at 32x, 27x, and 23x our 1997,98 and 99 EPS
estimates. This represents a 1.6x, l.4x & 1.4x multiple relative to
the S&P500. Historically (over the lart 3 years). these stocks have
traded in a range of 1.0·1.6x with the mediM being 1.3x. Using a
1.3x relative multiple on our FY98 estimates would suggest that
both Motorola and Nokia (NOKA·$79·Aj may have upside
potential from current prices.
Taxpayers beware! Is the FCC ready to cave in to
Co810ck operators?
In what could become one of the more "remarkable" political
events in FCC history, it appears that the FCC has started to bend
on C-Block PCS auction rules. After bidders bid up prices, on
average, to. at least in the current environment, "non-financeable"
levels. it appears that the FCC is prepared to alter the rules. Current
proposals would allow annual interest payments (as opposed to
quarterly). thereby pushing out the first payment due date to 1998.
While this change is certainly not what we would deem a
significant change, it certainly seems less than fair to the bidders
who dropped out of the auction believing that first payments would
be due last March. If the FCC were really interested in bringing
competition sooner, rather than later. we believe that it should have
demanded payments back in March when the first installment was
originally supposed to be due. Anyone who was unable to pay.
would have been forced into default, with the licenses re-auctioned
(\.he current delay is likely becoming untenable for both existing -80'1'. -60.,. .40"" ·1.0'l\, 0'" 1.0'lll 40"" 60.,. 80"" 100""
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62. furthermore, the (ndustry Proposal provides no method for the Commission co recover a
ponion of the value of public spectrum pursuant [0 Section J09(j)(3)(C) of the Communications .-\Ct."I"O

Instead. incumbent licensees who negotiate expansion rights among themselves could obtain a \... indfall
by obtaining rights to an entire EA without having to pay for such expanded rights. \Ve disagree with
commenters who attempt to justify this potential windfall by arguing that the proposed settlement
procedure complies with the directive in Section 3090)(6)(E) for the Commission to avoid mutua!
exclusivity through "engineering solutions, negotiation, threshold qualifications, service regulations, and
other means"I~1 Section 3090)(6)(E) requires us to adopt such methods where we find them to be "in the
public interest."1~2 We do not believe it is in the public interest to "resolve" the competing claims of
incumbents and non-incumbents for spectrum by establishing a settlement mechanism that is limited to
incumbents and excluding non-incumbents from the process.

63. The Industry Proposal would also be inconsistent with the approach we have adopted in other
services where we have converted from site-by-site licensing to geographic area licensing. In our 900
MHz SMR proceeding and our recent paging proceeding, for example, we adopted similar rules for
licensing on a geographic basis while protecting the existing operations of incumbent operators, I~l In
neither instance did we give incumbents the unrestricted right to obtain available spectrum through a pre
auction settlement process that excluded non-incumbents. We also rejected this and similar alternatives
for the upper 200 channels of the 800 MHz band.l~ For all of these reasons, we conclude that the
Industry Proposal would· not serve the public interest.

64. While we reject the specific settlement procedure described in the Industry Proposal, we note
that many of the positive aspects of the proposal can still be accomplished through the auction process
we are establishing for the lower 230 channels. For example, incumbents on these channels are free to
enter into partnerships, joint ventures, or consortia for purposes of applying for EA licenses on the lower
230 channels in the areas where they currently operate, Incumbents may also negotiate transfers, swaps,
partitioning arrangements, or similar agreements with respect to spectrum that is currently licensed to
them. In some instances, taking these steps may result in only one entity applying for a given EA license.
Where that occurs, no auction will be necessary because there will be no mutually exclusive applications
to resolve. At the same time, providing all parties, incumbents and non-incumbents alike, with the
opportunity to compete for EA licenses will ensure that the spectrum is awarded to the party that values
it the most.

65, We also conclude that while geographic licensing is appropriate for the lower 230 channels,
some additional flexibility is appropriate for incumbents on these channels to facilitate modifications and
limited expansion of their systems, First, allowing incumbent licensees on the lower 230 channels such
flexibility will facilitate the relocation of incumbent licensees on the upper 200 channels. Licensees who
are faced with relocation will have a significant incentive to relocate rapidly and voluntarily if they know
they will have greater flexibility to modify and expand their systems on the channels to which they are
relocating, This will promote our objectives for enabling EA licensees on the upper 200 channels to make

1'0 47 U.S.C. § 309(j)(3)(C).

1~1 47 U.S,C, § 309(j)(6)(E).

1'1 Id

I~l See 900 MHz Second Report and Order; Paging Second Report and Order.

1401 See 800 MHz Report and Order, 11 FCC Red at 1476-1480,119-14.
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86. finally, APCa argues th:H \\e have recognized that public sat-ery agencies need extended
implementation because comptex go\'emmerH ru,.ding mechanisms impede rapid deplo:mem of public
safery systems.!!') It argues that e:\tended implementation should be avaib.ble to public safery systems
in the General Categor:. [TA argues that extended implementation should be a\'ailable for all pri ....ate
radio licensees in the General Caregor;,:, because problems such as budgetary constraints affect the
ULT and Business users as much as Public Safery licensees. lil

37, Discussion. We reject Digital's claim that eliminating extended implementation interferes
with legitimate business expectations. IH First, these licensees have already been given significant time
to complete construction. Second, upon adequate rejustification, licensees will have up to t\IIO years to
complete build out of their systems. Far from being a "drastic change" that will strand investment, as
Digital contends, this is an equitable transition to a more efficient method of providing service and
using spectrum. Finally, Digital's reliance on the public interest analysis in the OVS SPR.c.It[ is also
misplaced. While. the OVS proceeding did acknowledge a strong public imerest in establishing a level
of certainty in business plans, we did not suggest that a licensees' business expectations were entitled
to absolute protection, nor did we imply that these expectations would always dictate the course of
future regulation.l>j

88. Digital's claim of a property interest in its license is also without merit. Both Section
301 of the Communications Act and relevant case law establish that licensees have no ownership
interest in their FCC licenses. lH Moreover. we do not agree that ending extended implementation will
decrease competition. To the contrary, competitive bidding. which allocates resources to those who
value them most. is a more efficient and competitive method than our prior rules for licensing
spectrum on an extended basis. We also disagree that terminating extended implementation will limit
small business participation. To the comra.r;·, we have adopted special provisions, such as bidding
credits. in order to assist small businesses at auction. ISS

89. Finally, in response to APCO, we note that we only curtailed extended implementation
for SMR licensees. 156 Thus, non-Srv1R licensees with existing extended implementation grants are not

II·) APCO Reply to Oppositions to Petitions at 8.

lSI ITA Opposition to Petitions at 4.

I~: Implementation of Section 303 of the Telecommunications .~ct of 1996 -- Open Video Systems. Report and
Order and Sotice of Proposed Rulemaking, FCC 96-99, at' 25 (March II, 1996) (hereinafter "OVS NPR!\1").

Ijj [d.

1\. 47 U.s.c. § 301. In re Beach Television Partners, Ori:~ Credit Alliance. Inc. Y. l'vfills. 33 F3d 535, 536
(11 th Cir. 1994 )(citing FCC Y. Sanders Bros. Radio Station, 309 U.S. 470 (1940»; see also Orange Park Florida
T. V. Y. FCC. SII F2d 664, 674 fn.19 (D.C. Cir. 1987) # ("(A] licensee's interest in a broadcast license... is not a
full- fledged, indefeasible property interest").

liS 800 MH: Report and Order. ! 1 FCC Rcd at 1571-1575, ~~ 242-250.

I~; APCO Petition at 8.
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PCS licensee says
keep auction niles

D.ar Editor~

10 1998, I relIiined from a
corportl.te enciaeering po6i
tion to become part of !l.

start-up Y90tute eager to
p81'ticipate in broadband
PeS aw:tiollA. My wile re
tllenlben! it ....ll!

After the fCC poecponed

the May 1994 auction
proeNS indefU1i~1Y. nur com
PlUlY size o.nd in'....lllr int.u
eet dwindled. Once the A·
and B·block auction. &'It l1.n·
derway with the promiee af
the C·block auction to imme
diately foUaw. woO~ &pin
fOund "" interest from in·
ve!Jtors. But the IitiptiOI1
ItU'ted and the C-block auc
tiOD 'OJti delayed snd dt:
1ayed and delaye<i Evell 80.
we sum~ <m col1llUJ~

l"lYftluet and venture ce.pi·
W inveatmeetl. #d la~ 1995
approached. our coll1pany
wall e8utioual1 optimilltic as
""'e finalized a relaLionehip
with Illarp investor who fa·
cilitated II. down payment af
$20 million.

!vJ the auction began, 1O'C

(..It elated !.hat. whal had
been only a dl'lWl1 two yean
urlier 'IVlUl J10W <:am:iDg to
fruition. This dT9lU1l. dltd il.:l
round 42 of the C·b1ock allc,
tion when our cornpuy
withdrew due to what we. aa
well 83 our investon, ~
lieved were outrapo1Ully
high price. for the Iice_
being ofF.nd. Given "lult
e"t'I!ryone had been throu¢l
to lJet to thlll point in the
~. this \'I'lle a very emo
timW dtdsioD. But, we felt
it wa~ the c:one::t one from a
business point of view
though quettionJl rem.med.
Wh8tl would other auc:tio'M
be held? Wnuld our \al1:l! il.:l.
vestcrv wait tor these o!,por
tunitillS? Why wu there
Nch a d.iacrepa.ocy in ho,",
we valued licenaea ill OUT

bu.siness 1'1llIUl V8. how other
bidden. who wett\ continuo
ing to bid. valued them? How
would th'! FCC deal with d,1I-
Cnnlting bidden? .

At the end nf the l>uction
pn.lCtill. manj' of the experi
enced p<lOpl.. who made up
our coIllpany moved on to
other "ellturall end wiih
them the hope9. drums and
Oppcrtullitin that appeand
IlO achievable at the 4tut of
the !luctic:m ~ss csme tq
an end. With our large il.:l.
velltor departed. I and a lew
othen nnnained with the
bOlle tll3t d.Cl\\llt and the 0
E· and F·bloek .u~tiOU!

would (..l1ow Cl'J\c1c1y. Both
diet Our C'mlpuny bid in the
C-bloclt Naue!.ion .nth the
same TCtultll WI in the previ·
ous aucliol'l. Aa the 0.. E
a.o.d F ·block auctions ap·
proached. in"eRtorY btcazn&
dlmcult I., r....d au" to the
quutions sUrToundinl: the
price!! pllid for C.bloc:k Ii·
unees.

With tha aole SUppCIrt of
oW' <qntW'e capital 21"OUp.
....e entered the l..t pes

broadband auction. Our
company wu II fV,(CfteIul
high bidder for four F-block
Iiccnee~ that we belieTltd
were l:ood markets 'It a rail'
price. We felt some.....!ult vi.n·
dicated. We had mad. a wi,e
btLSineSJI decision to leave
the C-block auctiol\ and had
p~evertldto ~n li.c:cnsell in
tile F·block_ The dilietence
ill our F·block lieau!e coaU
lQ\d the e·bloc:k IicensCll in
0111' marketa wu fUbstan·
tial.. ruvestoT!l fI.!1d ~odor1l

alike fave fa.vorable lip'
proval to (}ur bu.in_ pl~.

At this point. my atary
bus ~h.at is to me 4tl 1111'

believable turn. Many rrf the
C·bloek high bidders are
now looking to the FCC for
debt re"truetulinc andlor
cancellll.tiotl beca-uBI! the
prices they paid fer their C
block liceneee are prevent.
inc them from being fi·
uanced. Mn.ny complain uf
"market m/lh down.. t be
lillYe that the pricu paid in
the C-b1odr. auction~
propagated a depreslIed
mark.t r~ talecam atoeks.
Mllybe a aelf·fulfilling
prophe:cy? At thll FCC fOl'Um
on C·block debt restructur·
ing. some top fill.anaaI pe0

ple said e-block licente win
nl!r9 ...,ere fundable at somB
p<)int durinll: the auctiol)
pl'OCe#8. Th. nOW, only
14 ItIOUtbs later. th_ same
finrmd&1investon ore l'tet
iOI: thAt the HeeDS8 debt
neeaa 1.0 be ..mtten down to
the Lune of 75 to 80 pe~t.
What a drvt.ic chanre in
outloob! I ~et many ur
these btUlines.'1 plllJ1S wuv
Ilever fllndable in the fir!!t
place gi"oll the prices paid
for the Iu.maes.
It appears thoulrh that the

FCC ill open to .ame form of
debt retlUucturinc even ef
tel' statinll more than once:
"We do ftoe ~ant to interfere
in thIl muket plac." 'We
gIlllrantee oppott\lt\ity, not
suo:css,'~e Win go :alter Ii·
cen.ees who default Oll thtit
auction PlIYmenta. cancel
their liccn.."e!l and re-aue:tion
the nlTeetad sped:rum.• Th.
point I WRlI mi»ing at lhe
FCC (orum WS3 the fact I~
lievcd that my company
made a wi4e bu.intll<\ deci
sion to lea". lh~ C-bloek
auctilln W\d ondt Cor luturlo
opportunities, but if the
FCe makc~ aipifiC;lnt
en &I1(l!S to the llc:.a.. pay·
menta. they "';11 " lendin2
my compl.ny a dirrcreTlt
meaa.ge. I &1..., hear the (j.

nllncial community at.utiJ:tf
how important I. good man·
I.pment tll"tII ia to its in·
vest:mA:nt decision, but wbat

1heard stated III the FCC (0
rum ill the £act that with a
siinific:.ll.l1t license debt re
structuring, these financial
il.:lvestD1"!I would be wiIHnr \.0
invest in the~e same campa'
milS who.~ management
plsced what !IppeaT tAl now
be ·fatal· bids.

To me. lhe integrity of the
auction proc.esa is greatly at
stake. I at.....ys vi_e.d the
FCC as having rule.. Dot
euitkli~~ ..hell they fOnDu,
lated theIr oroen for tbl!llf!
auctiona. Any chang.a at
this late da~ to the C-block
rule. would Mnd a meot5agll

to the indu.ttrY that the FCC
can be had for the right
price! The Iice= pricea
(valu~)wen cst3liliahed by
the market wlwa. the ...~
ave auctions were held. If
the FCC inte1'V'euu on b1l
hJill' of th.. C·block licellBMll
and ~ublisM"Sa 1Il.S.1'ket
valnc (priceI ror th_l.icellll·
e. what effect .... '11 t.h"t haYe
on other broadband PeS li
censes and company Tlllues?
JulJtice <l1)d faime.. arc
hard ..-..rda to define in our
world today, but it -m.s to
me that what the FCC is
c:ontempleciI\g is neither.
WhtIt fairncss ;8 there (OT

my company alolli with 1IJ>
proxittl!ltely 170 otlJ«1'!l il
Bigniticanl reductions are
mad. tAl the debt of=t
C-bloc:k licea..sees? What jua
tice ia the" in the rad my
compa%lY.....bich weited and
,",on F-bloclt JicetlHs. will
look. lIignificanllt diffen:ut
to invet.on if the C·bhlClt Ii·
am~ deCt ia ~ctured?

( am nGt lookin( fol' 1JYIIlll""
thy hecau.se 1 know there
an n<Uldredg of storiu rim·
ilar to miIle. What 1 would

like to aceoalllliah with this
lettllr is simply to havc all
aide~ (J( the issue known.
Not jw;t the Iuce.~ant crying
of ovCne-IOllli bidden who
have. and continue to mw
a ll10ckery of the FCC and
th~ PeS industry.

DrJt:i.d C. Ro~r!.
~WiJ"f!le$li

HorteI to estabrlSh
Brazil operations

SAO PAULO. Brazil
Following BellSotlth
Carp:. a"nouncement that
it haa chosen Northern
TlI1ecom Inc. to p""vidc in·
frsetruct\\re for its U8t·
work ill Sao Paulo, Brazil,
lIOortel ~ajd it will e«tabllilb
m.anufaduring (1~ratlonA

in Braril to r"pond to thc
IIUOrmOIU growth of the
'Rirelesa market.
The company ~aid it will

tnanufactura digitlll wire·
lcss telocoltlmunicetiona
.ystcm$ in Campina, Sao
Paulo State, with Promon
EletTotrlcll. Brw·, leading
enginurine nrm, bellin.
rung in tn. fourth qlLRrtCr.

Nortel', initial inv.st·
ment will tIltal mon: than
525 million iJl. maunfactur·
mil and $100 million in &8

,ocillted opttatiONl, incl'lId
ill@: training aJ1d research
and development.

The complUlY aaid it plana
to manaIac-ture nme Divi
sion Multiple Acceu 3nd
Cod. Diviaion Multiple Ac·
cess wireleu radi.o basc
atation ,«\uiprn8at, The
two technologie! are mak·
illg atnJJ:tf inroad. in Latin
America.


